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KUWAIT: The Finance and Insurance Company,
Fitch Ratings, has affirmed Kuwait’s Long-Term
Foreign-Currency Issuer Default Rating (IDR) at
(AA-) with a stable outlook. According to a Fitch
Ratings statement, “Kuwait’s key credit strengths
are its exceptionally strong fiscal and external bal-
ance sheets, while key weaknesses include frequent
institutional gridlock and political constraints on
reforms that would address fiscal and structural
challenges stemming from heavy oil dependence, a
generous welfare state and a large public sector.

The statement mentioned that Kuwait’s fiscal and
external balance sheets remain among the strongest
of Fitch-rated sovereigns, despite severe oil price
swings since 2014.”We forecast Kuwait’s sovereign
net foreign asset position will average 470 percent
of GDP in 2022-2024, the highest among all Fitch-
rated sovereigns and more than 10x the ‘AA’ medi-
an.”Finch Ratings continued “Gross government
debt/GDP is low and we expect it to fall below 10
percent of GDP in the fiscal year ending March
2023 (FY22) against a ‘AA’ median of 49 percent.
However, assuming the passage of a debt law, limit-
ed fiscal reform and lower oil prices, we forecast
government debt will double to 20 percent of GDP
in FY24 and rise further in subsequent years.”

On structural fiscal challenge, Fitch indicated,
“More than 70 percent of government spending
consists of sticky current spending, including
salaries and subsidies, and about 80 percent of
Kuwaiti nationals are employed in the public sector.
The fiscal break-even oil price (excluding invest-
ment income) will remain high (at around $80/bbl)
and the non-oil primary deficit/non-oil GDP is
extremely weak at more than 80 percent, signifi-
cantly worse than regional peers.”“Kuwait has been
unable to issue debt since 2017, owing to the lack of
an updated debt law. 

The new government has said that a debt law
remains a priority and we assume that it will be
agreed during FY23, but a high level of uncertainty
remains. The government would still be able to meet
its limited debt service obligations in coming years
given the assets at its disposal, even if a debt law is
not passed.”“We forecast a budget surplus of 12.2

percent of GDP in FY22, due to higher oil prices
($95/bbl) and production. We forecast lower oil rev-
enue in FY23 and FY24, assuming average oil prices
of $79/bbl and $61/bbl in those years and broadly
stable output levels (around 2.7 million b/d). This will
drive a narrowing of the budget surplus to 5.9 per-
cent of GDP in FY23 and a return to deficit in FY24.
Our forecasts assume a marginal decline in nominal

government spending to below KD 23 billion ($75.9
million), helped by an automatic decline in fuel sub-
sidies and spending restraint across some budget
lines in the context of lower oil prices.”

“Excludes investment income, our forecasts
would translate into budget deficits/GDP of 2 per-
cent and close to 10 percent in FY23 and FY24
respectively. Combined with debt service of less

than 1 percent of GDP, this corresponds to the gov-
ernment’s fiscal financing need. In FY24 we assume
this will be met via 6 percent of GDP in net domes-
tic and foreign borrowing and around 4 percent of
GDP in drawdowns from GRF assets. If a debt law
Is not passed this would imply higher drawdowns
from GRF assets.”“Budget outcomes are highly sen-
sitive to changes in oil price and production. A
$10/bbI change in our oil price assumption for 2023
would affect the budget by around 4 percent of
GDP, other things equal. A change of 100,000
bbl/day of production affects the budget by around
1.5 percent of GDP,” added the statement.”

Kuwait has an ESG Relevance Score (RS) of
‘5’[+] for both Political Stability and Rights and for
the Rule of Law, Institutional and Regulatory
Quality and Control of Corruption. Theses scores
reflect the high weight that the World Bank
Governance Indicators (WBGI) have in our propri-
etary Sovereign Rating Model. Kuwait has a medi-
um WBGI ranking at the 51st percentile reflecting
low scores for voice and accountability, weak gov-
ernment effectiveness and middling scores across
other governance indicators.”Factors that could,
individually or collectively, lead to negative rating
action/downgrade were structural features display-
ing signs of greater pressure on GRF liquidity in the
absence of a new debt law, legislation permitting
access to the FGF or other extraordinary measures
to ensure that the government can continue to make
good on its payment obligations, including but not
limited to debt service.

Public and External Finances showing significant
deterioration in fiscal and external positions, for
example, due to a sustained period of low oil prices
or an inability to address structural drains on public
finances. Factors that could, individually or collec-
tively, lead to positive rating action/upgrade includ-
ing structural features/public finances displaying
evidence that Kuwait’s institutions and political sys-
tem are able to tackle long-term fiscal challenges,
for example, through actions to implement a clear
deficit reduction plan that is resilient to lower oil
prices, as well as adopting a transparent and sus-
tainable government funding strategy. — KUNA 

Country’s key credit strengths are its exceptionally strong balance-sheets 

US retail sales 
shrinks by 
most in a year 
NEW YORK: US retail sales slumped for a sec-
ond straight month in December, according to
government data released Wednesday, with its
largest drop in a year signaling a key growth
engine is faltering. This comes as separate reports
on Wednesday showed industrial output plunging
last month, while producer prices made the
biggest slump since early in the pandemic. The US
central bank has been raising interest rates steeply
to cool the world’s biggest economy as households
found themselves squeezed by decades-high infla-
tion-and the effects are rippling across sectors
including previously resilient consumer spending.
Retail sales contracted more than expected by 1.1
percent in December from a month prior, to $677.1
billion, said the latest Commerce Department fig-
ures. This was down from a revised one percent
drop in November.

Falling sales at department stores and gasoline
stations proved to be major drags, while the auto
and furniture segments also saw declines. Gas
prices plunged last month, and analysts said bad
weather across the country could have temporarily
held back vehicle sales. Spending at restaurants and
bars took a hit as well, dropping 0.9 percent
between November and December, despite remain-
ing strong previously in the face of high inflation.

“Consumers continue to spend, albeit at a pace
that is slowing compared to earlier in the recovery,”

said President Joe Biden in a statement. Retail sales
remains 6.0 percent up from December 2021. For all
of last year, total sales jumped 9.2 percent from a year
ago, the Commerce Department said. In a separate
report, the Labor Department said US producer
prices fell 0.5 percent in December from November,
the biggest drop since early in the pandemic. This
signals further easing in inflationary pressures, as
gauges for goods and energy costs both fell.

“Today, we received more evidence that we are
making real progress tackling inflation and lowering

costs,” Biden added of the Producer Price Index
(PPI). “We are not letting up, and there are even
more reasons for optimism this year,” he said.
Economist Matthew Martin of Oxford Economics
cautioned that “decline to energy overstates the
true trajectory of PPI in the months ahead,” even if
headline inflation will likely continue easing. “This is
wrapped up in more global demand dynamics such
as the warmer winter months in Europe as well as
uncertainty over China’s demand as they attempt to
lift COVID restrictions,” he told AFP.  — AFP

ARCADIA, US: In this file photo taken on November 25, 2022 people shop during Black Friday in Santa Anita
within the city of Arcadia, California. Retail sales in the United States slumped for a second straight month in
December, according to data released January 18, 2023. — AFP

• Kuwait’s sovereign net foreign asset position will
average at 470% of GDP in 2022-2024

• Gross govt debt/GDP is low and may fall below 10%
of GDP in fiscal year 2023

UK inflation slows 
in December but 
remains sky-high
LONDON: Annual inflation in Britain slowed to
10.5 percent in December, official data showed
Wednesday, but remained close to historically high
levels that are causing a cost-of-living crisis and
mass strikes. The Consumer Prices Index (CPI) rate
compared with 10.7 percent in November, the
Office for National Statistics said in statement.
“Inflation eased slightly in December, although still
at a very high level, with overall prices rising
strongly during the last year as a whole,” said ONS
chief economist Grant Fitzner. He noted that petrol
prices “fell notably in December, with the cost of
clothing also dropping back slightly”.

“However, this was offset by increases for coach
and air fares as well as overnight hotel accommoda-
tion,” Fitzner added. UK inflation began soaring last
year amid sharp price rises worldwide due to sup-
ply constraints caused by Russia’s invasion of
Ukraine and the lifting of COVID pandemic lock-
downs. Britain was also hit by fallout from Brexit,
which has increased the cost of doing business
across a range of sectors. 

Consumer inflation reached 11.1 percent in
October, the highest level since 1980. Official data
Tuesday revealed that average British wages sank
2.6 percent at the end of last year as pay rises
failed to keep pace with inflation, triggering major
strike action.

While some striking workers have managed to
agree new pay deals, tens of thousands of workers
across the private and public sectors continue to
stage walkouts. Nurses in England on Wednesday
began two days of strikes, with officials warning of
disruptions for thousands of patients in the UK’s
state-run health service. Nurses are also set to join
teachers and railway workers in further stoppages
at the start of February. It comes as the
Conservative government seeks to limit strikes with
controversial legislation, arguing that increasing pay
will hinder efforts to cool inflation.

Welcoming December’s dip in inflation, finance
minister Jeremy Hunt said it was “vital” the govern-
ment took “the difficult decisions needed” to reduce
prices further. “High inflation is a nightmare for fam-
ily budgets, destroys business investment and leads
to strike action, so however tough, we need to stick
to our plan to bring it down,” he said in a statement.
The main policy used to cool inflation is the raising
of interest rates by central banks. The Bank of
England and its peers are forecast to keep increas-
ing borrowing costs this year but by less than the
aggressive amounts seen in 2022.  — AFP

Lufthansa closes 
in on stake in 
Italy’s ITA Airways
FRANKFURT: German airline giant Lufthansa
submitted a fresh offer Wednesday for Italy’s trou-
bled ITA Airways, bringing a turbulent takeover
process closer to the finish line. Lufthansa’s propos-
al would see the carrier initially take a minority
stake in state-owned ITA, with the option “to pur-
chase the remaining shares at a later date”, it said in
a statement.

No financial details were disclosed, but
Bloomberg News reported earlier that the deal could
see Lufthansa pay up to 350 million euros ($375 mil-
lion) for an initial 40-percent stake before increasing

its ownership to 100 percent. Italy’s previous gov-
ernment launched the process last year of selling off
a majority of ITA Airways, the successor to the icon-
ic but loss-making national carrier Alitalia.

The government, under then-premier Mario
Draghi, at first preferred a bid by US investment
fund Certares, Air France-KLM and Delta Air Lines.
But when those negotiations failed to make head-
way, Italy’s new right-wing cabinet under Prime
Minister Giorgia Meloni declared in late October
that the period of exclusivity talks had ended-
putting Lufthansa back in the running.

The German group-which also owns Swiss,
Brussels and Austrian Airlines-has always made
clear it was interested in a “true privatization” of
ITA Airways. Swiss shipping giant MSC had teamed
up with Lufthansa in the first round of bidding but
said in November it was pulling out, leaving
Lufthansa to pursue the ITA deal alone.

Separately, Air France-KLM said Wednesday it
had informed the Italian government it was drop-

ping out of the race too, clearing the path for rival
Lufthansa as the sole bidder. Lufthansa hopes to
turn Rome into a key European travel hub, including
by offering direct flights to Italy from the United
States, its biggest market. “For Lufthansa Group,
Italy is the most important market outside of its
home markets and the US,” the company said.

“Italy’s importance for both business and private
travel lies in its strong export-oriented economy
and status as one of Europe’s top vacation spots.”

ITA Airways replaced the national carrier
Alitalia, which was put under state administration
in 2017 after years of fruitless attempts to find a
buyer. The Italian state has spent more than 13 bil-
lion euros trying get the airline back on its feet
over the past two decades. 

Italy’s government agreed late last year to
inject another 400 million euros into ITA to keep
the airline afloat as the bidding process dragged
on. ITA posted an operating loss of 170 million
euros for 2022. — AFP

Fitch Ratings: Kuwait’s long-term
IDR at AA- with stable outlook


